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Abstract 
Innovation activities and processes of an organization have been given considerable attention within the past decade by both 
managers and academics. The new product development (NPD) process is a critical innovation process that has been explored from 
different functional perspectives, such as marketing, engineering, finance and manufacturing, due to its interfunctional nature. As 
new product failure rates continue to remain high, management control systems have become an important issue. While 
perceptions of the ‘intervention’ of accounting practices in business processes have been widely regarded as unwelcome constraints 
on innovation (e.g. R&D), the view taken here is that accounting, particularly the tasks of auditing, becomes an integral internal 
information generating activity that enhances, rather than constrains, the NPD process and ultimately overall NPD team 
performance. The purpose of this paper is to identify and explain accounting information and accounting audit tasks that are 
essential for efficient execution of the NPD process. In doing so, a conceptual framework is presented, which integrates accounting 
information and practices into the NPD process. Moreover, it is argued that the extent to which accounting information is actually 
utilized as part of the NPD process has an influence on the performance outcomes of the NPD process. Theoretical and practical 
contributions, as well as suggestions for future research are also discussed. 
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1. Introduction  
New product development (NPD) is an important process for a firm’s marketing team to launch a meaningful 
innovative product (Racela, O. C., Chaikittisilpa. C.,  & Thoumrungroje, A. 2010), as an important potential source 
for competitive advantage (Sheng, S., Zhou, K. Z., & Lessassy, L. 2012), and for cross-functional integration within 
the organization. The NPD process requires organization resources to create new products with adaptations to 
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interfunctional activity. As failure rates of new products continue to remain high, management control systems have 
become an important issue in NPD order to exploit new market opportunities and sustain firm profitability (Leenders, 
M. A. A. M., & Wierenga, B. 2008). The more common management and marketing control systems are often 
ineffective and an internal audit may prove more useful activities (e.g. cost and financial budgetary into development 
process within NPD process) as a means of enhancing the NPD process and NPD team performance (Brownlie, D. 
1996). 
A generic NPD process may have five stages including: 1) opportunity identification selection, which involves 
gathering preliminary information to assess risk and opportunity of a need in the marketplace that can be filled by a 
new product, 2) concept generation, that involves the generation of ideas for product innovation, 3) concept 
evaluation, which requires systematic procedures to rate and rank different concepts, 4) development, which 
implements both technical design and marketing strategy planning, and 5) launch, which is the execution of the 
marketing plan. During each of these NPD stages, accounting information and accounting audits are crucial in 
facilitating effective NPD team output and product design. 
While accounting practices have been widely regarded as unwelcome constraints on innovation (Song, M., & 
Montoya-Weiss, M. M. 2001, Clark., Kim, B. & Fujimoto, T. 1991), an internal audit process is critical to improve 
programs that are aimed at reducing error or fraud, to design and control resource allocation, and to evaluate 
organizational performance in order to reduce non-value adding activities (Sisaye, S. 1999) of the NPD process. 
Hence, the NPD process is relevant to all kinds of functions within organization, e.g. project management to organize 
the control system of NPD, the information technology (IT) team to implement and prepare needed software 
applications and systems, accounting information to estimate budgets, internal audits to control and appropriate 
approvals, which means organizations must adopt proper strategies to reduce unnecessary costs (Yang, L-R. 2012). 
According to organization theory, product team performance enhances the application of knowledge that is needed 
for the creation of innovative ideas for NPD (Ju, T. L., Li, C. Y., & Lee, T. S. 2006). From a resource-based view, 
organizational knowledge and expertise are valuable, rare, and non-substitutable resources. Different sources of 
knowledge, particularly from accounting information and internal audits, become a valuable means to achieve 
competitive advantage (Barney, J. B. 1991). The NPD process integrates different knowledge and perspectives from 
different functions (Poon, J. P. H. & MacPherson, A. 2005), thus applying tacit knowledge and codified knowledge of 
the organization (Boer, M. D., & Bosch, V. D. 1999). 
The purpose of this paper is to explore and discuss accounting information and accounting audit task that are 
essential for efficiency execution of the NPD process and better NPD team performance. In this paper, NPD team 
performance refers to effectiveness, efficiency, and economy based on NPD teamwork. The highlight of this paper is 
that it attempts to integrate accounting information and practices into the NPD process, particularly the tasks of 
auditing, and suggests that such information generating activities enhance, rather than constrains, the NPD process 
and ultimately overall NPD team performance. Moreover, it is argued that the extent to which accounting information 
is actually utilized as part of the NPD process has an influence on the performance outcomes of the NPD process.  
2. Theoretical Framework 
To expand the conceptualization of the NPD process in order to integrate accounting information and internal 
audits, the relationships among concepts are based on the theoretical underpinnings of the resources-based view of the 
firm (RBV) and contingency theory. RBV posits that different resources within the organization, like those in 
marketing, human resource, accounting and financial management are deployed to execute processes, including the 
execution of the NPD stages (Morgan, N. A., Clark, B. H., & Gooner, R. 2002, Wernerfelt, B. 1984). NPD resources 
can include accounting knowledge and internal audits that the NPD team uses to learn and support part of NPD 
process (Durmuşoğlu, S. S., & Barczak, G. 2011) because the new product team relies on a variety of knowledge from 
different functions in order to proceed effectively through the NPD process. Therefore, accounting information and 
internal audits can be regarded as information that are used to facilitate knowledge creation in a NPD process. 
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In general, the sources of knowledge, particularly accounting information, can help NPD team members to 
improve their contributions to NPD and to the team. Within organizations, knowledge from different sources may be 
necessary, thus the transferring and sharing of knowledge and practices within and between organizational units is 
related to the resource-based view of the firm (RBV). To explain the existence of knowledge, such as in project 
management, IT management, or accounting management in NPD processes, knowledge of and from the NPD process 
includes the management of different resources and considerations such as scope, time, cost, quality, human resource, 
communication risk, or procurement. RBV, which was initially established in organizational studies and widely used 
in the field of strategic management, helps to understand the internal resources of an organization that can be 
deployed to achieve a competitive advantage (Grant, R. M. 1996). Such resources include organizational processes, 
knowledge, and know-how from both tacit and codified knowledge from the organization and employees, which is 
regarded as tangible and intangible assets. Within the RBV, the different sources of knowledge can help the 
organization to formulate strategy and to generate competitive advantage (Kaleka, A. 2002) to achieve superior 
marketing outcomes (McGrath, R. MacMillan, I. & Venkatraman, S. 1994) and team performance. Because 
innovation activities and processes of an organization have been given considerable attention, the new product 
development (NPD) process is considered a critical innovation process that has been explored from different 
functional perspectives. Therefore, sources of knowledge from different functional units within an organization are 
necessary. The NPD team needs a variety of knowledge and know-how from each professional function in order to 
reduce new product failure rates. The NPD team also needs a high degree of knowledge sharing from NPD team 
members. Hence, the sources of accounting knowledge practices and knowledge-sharing in business processes have 
been widely regarded, as the tasks of auditing become an integral internal information generating activity to enhance, 
rather than constrain, the NPD process and ultimately overall NPD team performance.  
Contingency theory argues that organizational behaviors and performance depends on contextual factors 
(McAdam, R. & McClelland, J. 2002) and suggests that organizational effectiveness is related to corporate 
characteristics (Chenhall, R. H., 2003). In academic studies, the literature in marketing management, accounting 
management, and internal auditing shows very little attention given to the role of contingencies within organizations 
(Morgan, N. A., Clark, B. H., & Gooner, R. 2002). To enhance the likelihood of new product success, management 
control systems have been adopted to align accounting information and internal audits to NPD. Therefore, in this 
paper, contingency theory explains how different contexts of internal audit activities influence the NPD process and 
NPD team performance (Chapman, R. & Hyland, P. 2004). The conceptual model is presented in figure 1.  
3. Conceptual and Proposition  
3.1. Sources of Accounting Knowledge and NPD Process  
In this paper, ‘source of knowledge’ refers to the relevant tacit and codified knowledge within an organization and 
used by organizational members. Sources of knowledge can come from all organizational functions. Accounting 
knowledge can be considered a source of knowledge that is very important for organizational strategy and 
management and which is critical to realize improvements in the NPD process (Jørgensen, B. & Messner, M. 2010).  
Tacit knowledge can be described as knowledge that cannot be easily articulated verbally and is therefore difficult 
to transfer to or to be understood by another person. Because of this difficulty, tacit knowledge is difficult to imitate 
and replicate and is easier to protect (Saarenketo, S., Puumalainen, K., Kuivalainen, O., & Kylaheiko, K. 2004). For 
instance, a person’s ability that has developed over time through the accumulation of knowledge and gained through 
practical experience, are often considered forms of tacit knowledge.  
Tacit knowledge can be better understood by others or groups who are well versed in the particular subject matter 
and with the language that describes the information, such as a groups of practitioners or professionals of a field 
(Nightingale, O. 1998). Tacit knowledge also includes knowledge that is embedded in social networks that contains a 
higher tacit content due to the major mechanism of transferring is rooted in individuals or groups who are necessary 
310   Kanyamon Wittayapoom /  Procedia - Social and Behavioral Sciences  148 ( 2014 )  307 – 314 
for carrying out tasks and processes within the organization. Thus, tacit knowledge from different areas of the 
organization are necessary for the NPD process whereby the NPD team’s abilities, including those related to 


































Fig. 1 Proposed Conceptual Model  
Codified knowledge is organized around procedures, properties, facts or axiomatic proposition, transferred via 
teaching, and interpersonal interaction (Edmonson, A., Winslow, A. B., Bohmer, R. M.  J., & Pisano, G. P. 2003). The 
use of codified knowledge allows persons to increase their knowledge, increase the quantity of information 
exchanged, clarify information content, and to reduce uncertainty in information sharing. Accounting is considered a 
main source of codified knowledge. Use of such knowledge also applies within the NPD process, as codified 
knowledge of accounting information is embedded in the product design (Carbonara, N.,  & Scozzi, B. 2006). 
Accounting information can be used to provide direction to the NPD team and in their formulation of strategies for 
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coordinate proposed production schedules for a new product that will be added to a firm’s current product line. 
Therefore, based on the tacit and codified knowledge of accounting information, the following proposition is given:    
Proposition 1:  Sources of accounting knowledge enhances the NPD process and NPD team performance.  
 
3.2. Internal Audits, NPD Process, Team Performance  
 
In recent years, organizations continue to seek ways to improve their NPD process (e.g. reduced cost, and budget) 
and increase NPD team performance (e.g. effectiveness, efficiency, and economy of product quality). Management 
control systems are important to ensure better organizational performance (Jaworski, B. J. 1988). NPD team 
performance is essential for the execution of an efficient NPD process and activities. The NPD team must be 
comprised of a variety of skills and competence from members of different functions who can bring to the team 
different knowledge. The concept of internal audit can be useful for NPD team to organize NPD process such as risk 
assessment, control quality, or managing the team performance.  
In general terms, an internal audit is the process to examine, monitor, and analyze organizational activities in order 
to review what the firm is doing in order to assess its health and profitability, identify potential threats, and to advise 
on ways to mitigate risk of those threats in order to minimize costs. The internal audit is a part of the firm’s 
administrative structure and involves the tasks of audit planning, audit executing, and audit reporting with an 
emphasis on accounting information. As already mentioned, internal audit tasks can be related to the stages of the 
NPD process. The three distinct roles of the internal audit process are:  
• audit planning, which involves the collection of preliminary information, the identification and evaluation of risk , 
and  the review of sufficient and appropriate internal controls;  
• audit execution, which involves checking whether there is appropriate and sufficient audit evidence, selecting an 
audit sampling technique to collect information for analysis, choosing a number of audit techniques to apply,  
and documenting the audit; and  
• audit report, which involves communicating and disseminating information of the new product and the NPD 
process with which due diligence. 
 
From this internal audit process, the NPD team stays informed of the financial aspects of the NPD process and can 
apply such knowledge in subsequent NPD stages. Given the importance of the NPD process, an internal audit process 
can be implemented at each stage of the NPD. In the first stage of the NPD process, i.e. opportunity identification and 
screening of generated concepts, the launch of an internal audit project may appear as a set of key components which 
includes a plan to conduct the internal audit, with the aim to understand the NPD process and to know how the NPD 
team identifies market opportunities and how the team evaluates ideas/concepts for further consideration. The audit 
planning should arise from discussions between members of the NPD team in order to get ‘the big picture’ of the 
broad context of opportunities for new product development (Stewart, D. W. 2009).  Based on this, the internal 
auditor in the NPD team should:  
 
• gather preliminary information by documenting the internal control environment and to obtain information and 
feedback from NPD team members;  
• evaluate potential risk related to the NPD process, define performance outcomes that will be used to assess NPD 
process success, and propose ways to decrease risk; and  
• conduct an internal control of all stages of the NPD process.  
 
Hence, the NPD team, particularly the internal auditor works from preliminary information gathering, risk 
evaluation, and internal control by making inquiries and reviewing information from interviews, questionnaires, 
and/or observations of the NPD process activities so that an audit program can be established.  
Second, when the NPD team evaluates concepts that can be pursued for further development, an internal audit 
would involve determining a formal audit objective directed at the NPD process and to review NPD team 
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performance and to determine NPD activities that would support the audit objective. The NPD team would need to 
decide what appropriate information and tools are necessary for NPD (Buyukozkan, G. & Feyzioglu, O. 2004). In 
essence, for the NPD stage of concept evaluation, the audit activities could include:  
 
• ensuring there is appropriate and sufficient audit evidence, which requires the NPD team to collect and maintain 
documentation to support the internal audit objective and to ensure that documents are appropriate in terms of (i.e. 
quality and reliability) and sufficient (i.e. quantity) for analysis;  
• implementing an audit sampling technique where the NPD team decides which audit sampling technique should 
be used as a tool for gathering sufficient information (e.g., probability sampling technique or non-probability 
sampling technique)  
• adopting several audit techniques in order to test internal controls, and monitor data assurance, whereby the 
internal auditor in the NPD team would make inquiries and data from questionnaires, observation or other analytical 
procedures in order to ensure the  NPD process is accurate; and   
• conducting ‘audit’ paperwork with due diligence with the internal auditor of the NPD team applying 
‘bookkeeping’ practices of their audit into formal documentation, ensuring accurate information. Due diligence also 
requires sufficient internal audit skills for the audit results to be given as a recommendation to the NPD team as a 
formal audit report.    
 
Finally, at the last stage of the NPD process, when the new product is ready for launch into the market, the launch 
should also be communicated within the organization as well as to selected target markets. Similar to the internal 
audit, after audit team analyzed the process of new product to ensure that NPD process is completed influence to team 
performance, internal auditor within NPD team should prepare an audit report. The audit reporting generated by the 
accounting information system on which analyzed the material errors, omissions, and fraud (Chan, D. Y. & 
Vasarhely, M. A. 2011). While the NPD team ensures that the process of new product system is educate and total 
quality assurance by internal control system. The total quality assurance refers to NPD team, particularly internal 
auditor to collections and gathers all activities of NPD process to facilitate the quality control as an internal audit 
portfolio. The idea of total quality assurance is that reporting relationships accounting information through NPD 
process on team performance when NPD process necessary to promote an effectiveness, efficiency, and economy by 
which achieve overall NPD objective. Therefore, the following proposition is given:  
Proposition 2:  Internal audit of the NPD process enhances the NPD process and NPD team performance.  
3.3. Sharing of Accounting Information 
Accounting information refers to information from financial statements that are generated from traditional ‘book-
keeping’ and which are used for decision-making. While for the most part, accounting information is typically 
associated with clear and easily understood accounting ratios, it also includes qualitative information such as in the 
interpretations, implications, and economic consequences of trends and patterns (i.e., costs, expenditures, returns on 
investments, etc.) not easily detected from financial statements of one reporting period. Information sharing is an 
important factor that may moderate the influence of sources of accounting knowledge on the NPD process (Song, M., 
& Thieme, R. J. 2006). This is because the NPD process relies on information (e.g. upgrade product design efficiency) 
(Venkatasubramanian, V., Zhao, et al 2006) and is a foundation for collaborative NPD design (Kim, K.Y., Manley, D. 
G., & Yang, H. 2006, Zhanga, S., Shen, W., & Ghenniwa, H. 2004). As part of the NPD process, the internal audit 
generally is concerned with knowledge from several different functional units, and as such, the NPD team must adapt 
this shared information to reduce communication error (i.e. tacit and codified knowledge). Thus with improved 
quality of communication, the sharing of accounting information should enhance the NPD process and NPD team 
performance (Merminod, V., & Rowe.  F. 2012). Therefore, the following proposition is given: 
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Proposition 3:  Greater sharing of accounting information within the organization and within the NPD team strengthens 
the influence of accounting knowledge on the NPD process and NPD team performance  
4. Implications and Conclusion 
This paper discusses the NPD process, accounting knowledge, internal audits, and accounting information and 
posits that the NPD process can be enhanced through greater use of accounting knowledge and particularly the tasks 
of auditing. Moreover, greater use and sharing of accounting information as part of the NPD process enhances 
accounting’s role on the performance outcomes of the NPD process. In this paper, perspectives from RBV and 
contingency theory are applied to develop and propose a conceptual framework for the posited relationships among 
constructs. Therefore, this paper makes a theoretical contribution to the areas of knowledge as a resource and 
postulates that the NPD process needs accounting knowledge and the sharing of information by accounting 
professionals. This paper also offers managerial implications, since management and NPD team members must 
understand the need to for control systems to improve NPD and NPD team performance. 
This paper proposed a conceptual framework that integrates theories and concepts and therefore, future research is 
needed to conduct empirical analysis to test the posited relationships.    
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